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Private Competition, Social Gains 


ITHIN THE RECENT PAST, 
WA cnnesten’ statements have 
been made to the general effect that 
workmen’s compensation insurance 
costs are too high under a private 
enterprise system and that the solu- 
tion lies in the business being taken 
over and run in the form of a state 
monopoly. Similar statements have 
been made to the effect that bene- 
fits to injured workers would be 
higher under a monopolistic state 
fund; that under the private enter- 
prise system, the worker receives 
too low a percentage of the premi- 


The author—Mr. Smith, secretary of the 
compensation and _ liability department, 
Travelers Insurance Company, has been with 
The Travelers ever since his graduation from 
Trinity College in Hartford, except for a 
three-year period during the war in the 
Navy’s amphibious forces. He is a Fellow 
of the Casualty Actuarial Society. 
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um cost and, furthermore, that it 
is basically wrong for any profit to 
be made in a field of social en- 
deavor aimed at the reduction of 
human misery. At first blush, such 
statements may sound as if they 
have a faint ring of plausibility, but 
any reasonable understanding of 
the workings of the workmen’s com- 
pensation system and the social 
aims of our society as a whole in 
this field will readily show that 
these charges are not only wholly 
irresponsible and’ uninformed but 
are completely in contradiction to 
the actual facts. 

The various state workmen’s com- 
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pensation laws provide that injured 
workers and their dependents, re- 
gardless of fault, shall be paid com- 
pensation in accordance with the 
schedule of benefits established by 
the legislature. These payments are 
considered as a part of the cost of 
industrial production. Under such 
a system, there is only one possible 
direction for social aims which will 
be of benefit to everyone concerned. 
This requires that in the first place 
every effort be devoted to reducing 
injuries to an absolute minimum. 
Everyone gains from the accidents 
that are prevented, everyone loses 
from those that do happen. If an 
accident does occur, the best of 
medical care and treatment should 
be given to the injured worker so 
that he may return to gainful em- 
ployment and full income as soon 
as possible. During his disability, 
benefit payments should be made 
promptly and on time so that his 
family will not suffer unwarranted 
financial hardship. These social 
aims are simple and self-evident. 
They also call for emphasis upon 
quality in social improvement rather 
than upon paper work done in a 
purely mechanical way at the 
cheapest possible cost. What kind 
of job has private competition done 
in furthering these social aims and 
how reasonable are the costs of this 
type of insurance? The best way to 
answer these questions is to ex- 
amine the expenses of private in- 
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surance companies in the work- 
men’s compensation business, to see 
how this money is spent and to see 
what has been accomplished in the 
way of social gains. 


SoME VARIATIONS 


Although there are some varia- 
tions in individual states, the stand- 
ard stock company manual rates 
for a small risk provide 59 percent 
for losses, 2% percent for taxes, 36 
percent for expenses and 2% per- 
cent for profit and contingencies. 
The lower costs, percentagewise, in 
handling large risks result in pre- 
mium discounts which in 1951 
averaged 4 percent of the total pre- 
mium of the non-participating stock 
companies. Thus, there remained 
37 percent to take care of all ex- 
penses, premium taxes and a small 
margin of profit. A substantial por- 
tion of these expense costs are not 
“company expense” in the normal 
usage of the phrase, but represent 
sums for social gains that would 
have to be spent either by the em- 
ployer or someone else if it were 
not for the particular services per- 
formed by the insurance company. 

First is the item of accident pre- 
vention expense. This is a “must” 
under any system. It is not only 
a matter of human decency but also 
a matter of cold dollars and cents to 
all of us since the cost of accidents 
is a part of the cost of production 
and therefore part of the price we 
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pay for goods and services. In the 
past year, the private insurance 
companies spent over $12,500,000 
to prevent workmen’s compensation 
accidents. These accident preven- 
tion activities cover a wide field. 
Industrial plants and construction 
projects are inspected for unsafe 
working conditions; ingenious ma- 
chine guards are developed by in- 
surance company safety engineers; 
every possible encouragement and 
assistance is given employers in de- 
veloping and improving safety pro- 
grams for their employees and in 
working out safer production tech- 
niques; and through organizations 
such as the Association of Casualty 
and Surety Companies, insurance 
company safety experts cooperate 
in evolving booklets and other lit- 
erature on safe working practices 
for a tremendously wide variety of 
jobs. These leaflets, through the 
member insurance companies, are 
widely distributed among workers. 
Research work is done in the field 
of potential hazards and their pre- 
vention for varied processes and 
chemical substances. Contributions 
of financial aid are given to various 
civic safety organizations. 

This tremendous safety effort on 
the part of the private insurance 
companies together with the efforts 
of American industry have pre- 
vented untold accidents. How 
many, of course, is impossible to 
tell, but the record of the trend in 
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premium rates is most impressive. 
From 1939 through 1950, country- 
wide average workmen’s compen- 
sation insurance rates were reduced 
by 20 percent despite the fact that 
the benefits payable to injured 
workers increased approximately 30 
percent. At a time when the cost of 
almost everything was rapidly go- 


Seymour E. Smith 


ing up, compensation insurance 
rates were not only going down, 
but at the same time, injured em- 
ployees were receiving substantially 
higher benefit payments. This rep- 
resents a tremendous social gain. 
It is superfluous to mention the 
gain to the very many workers who 
might otherwise have been killed or 
maimed, Employers not only re- 
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ceived lower compensation insur- 
ance rates, but also received even 
greater savings through reductions 
in the indirect costs of accidental 
injuries. 

Studies made in industrial plants 
show that these indirect costs are 
approximately four times as great 
as the direct cost of compensation 
benefits and include such things as 
production stoppages, lost time of 
fellow employees, damage to mate- 
rial and machines, and effect on 
morale. 

Insofar as the changes in benefits 
payable to injured employees is 
concerned, it should be clearly un- 
derstood that these are entirely up 
to the state legislature. This is a 


matter of public policy and the 
insurance companies firmly take no 
position whatsoever as to what these 
benefit provisions should be. 


CLAIM SERVICE 


The next important function per- 
formed by the insurance companies 
is that of claim service. When an 
accident occurs, an immediate in- 
vestigation must be made to deter- 
mine the extent of the injuries and 
to make sure that the proper medi- 
cal and hospital care is available. 
Accurate reports must be made to 
the industrial commission or other 
appropriate state agency giving all 
the necessary details of the accident 
and injury. A report is made to the 
safety engineer so that immediate 
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steps can be taken toward the pre- 
vention of further accidents from 
the same cause. As soon as the ex- 
tent of the injury or disability can 
be determined, an accurate deter- 
mination must be made of the bene- 
fits payable under the provisions of 
the state law. Benefits checks must 
be drawn so that they will be re- 
time by the injured 
worker or his dependents. Medical 
and hospital bills must be paid. In 
many states, public hearings are 
held before industrial boards or 
commissions in all accident cases 
where the complete facts are de- 
termined and awards granted in 
accordance with the benefit pro- 
visions of the law. 


ceived on 


DEMANDS EFFORT 


The proper handling of work- 
insurance 
claims requires a great deal of in- 
telligent effort and competence. 
Promptness and fairness are essen- 


men’s compensation 


tial to the social aims which un- 
derly the state laws and make all 
the difference in the world in re- 
lieving the hardship to an injured 
worker and his family and in bring- 
ing about the cure and rehabilita- 
tion that will restore him to full 
and useful employment. 
Additional expense items of the 
insurance companies cover a wide 
variety of functions. An elaborate 
and detailed statistical system is 
maintained both to meet the re- 
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quirements of state supervisory au- 
thorities and also to furnish the 
companies themselves with as com- 
plete information as possible on ac- 
cident costs for each classification 
of industry within the state. This 
statistical data is the basis for de- 
veloping rates which are a fair 
measure of the cost of losses for 
each separate industrial classifica- 
tion. Since the rates are charged as 





BENEFITS 
UP 30% 

















a percentage of the employer’s 
wage payments, company payroll 
auditors check the payroll records 
of the policyholders to determine 
the proper premium and to see that 
the right classification rates apply 
without unfair discrimination be- 
tween policyholders. The compa- 
nies develop and apply rating plans 
for the larger risks which modify 
the premium in accordance with 
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the employer’s loss record and fur- 
nish an additional financial incen- 
tive for effective accident preven- 
tion activities. Company under- 
writers examine the selection and 
experience of individual risks and 
make certain that the policy is 
properly written to provide the nec- 
essary insurance protection to cover 
the various operations of the em- 
ployer. In addition, there are, of 
course, the various accounting, ad- 
ministrative and other normal cor- 
porate functions that must be main- 
tained just as in any other type of 
business. The taxes on insurance 
premiums are a very considerable 
source of revenue to the individual 
states. 


AGENT'S SERVICES 


In addition to the functions which 
the insurance companies perform 
themselves, there is the service 
given by the insurance agent. He is 
a local independent business man 
whose income is derived from the 
commission he receives on the busi- 
ness he produces. However, a good 
insurance agent is far more than 
just a salesman and his services are 
of very substantial value to his pol- 
icyholders. He is an expert on in- 
surance matters who acts as a 
watchdog of his policyholders’ in- 
terests to see that they get the best 
in protection and service from the 
insurance company. 

The insurance agent makes sure 
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that the policy is properly written 
to provide complete protection for 
the employer’s operations whether 
they cover a single function at one 
place or a wide variety of opera- 
tions subject to the laws of many 
states, He sees that the right classi- 
fications and rates apply and, if it 
is a larger risk, that the individual 
rating has been properly computed 
and the right values used. For eligi- 
ble risks, he advises the employer 
on the selection of available op- 
tional rating plans which will pro- 
vide the most appropriate financial 
reward for improving his accident 
record, After the policy is written, 
the agent follows through during 
the year on accident prevention 
and claim functions so that the 
service will be of maximum benefit 
and dovetail as closely as possible 
with the policyholder’s operations 
and business methods. 


ViraAL ELEMENT 


The various services and expense 
items of the private insurance com- 
panies can only be evaluated in the 
light of the actual conditions under 
which they occur. It is difficult in- 
deed to find a business that is more 
highly competitive than that of in- 
surance. This vital element of com- 
petition is the key to the whole 
picture, and it exerts a tremendous 
influence upon every facet of the 
workmen’s compensation insurance 
field. Every action that is taken or 





1952 


function that is performed by the 
company or the agent is done with 
the competition looking over his 
shoulder. Every company man 
knows that if the safety engineer, 
claim adjuster, underwriter or pay- 
roll auditor does not do the best 
job he can or gives the policyholder 
cause for dissatisfaction the busi- 
ness will be lost to a competing 
company. Every agent knows that 
if the policyholder is not satisfied 
with the quality of the service ren- 
dered that he will place his busi- 
ness somewhere else. 


ALL BENEFIT 


The ever present force of com- 
petition results in a quality of per- 
formance that could not otherwise 


be achieved. Most everyone at 
some time or other has noticed the 
differences between the kind of 
service rendered by an indifferent 
monopoly and a keenly competitive 
market. In workmen’s compensa- 
tion insurance, employers, workers 
and the community at large all 
benefit from a large number of pri- 
vate carriers striving to outdo each 
other in preventing accidents, in 
handling claims of injured workers 
promptly and fairly and in provid- 
ing improved rating methods and 
complete insurance coverage. 

This highly competitive market 
did not just happen, but is the 
direct result of the profit incentive 
in private enterprise. In this re- 
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SOCIAL GAINS a 


spect, it is no different than any 
other business in which the public 
benefits from the forces of compe- 
tition, The private insurance com- 
panies make no apology whatsoever 
for attempting to make a profit in 
the workmen’s compensation busi- 
ness, nor is any called for in the 
slightest degree. No company can 
possibly make any profit out of hu- 
man misery, but a profit can be 
made if the company does a good 
job in preventing or reducing hu- 
man misery. If a policyholder has 
a. bad accident record, it causes 
suffering and hardship and the in- 
surance company loses money. If 
the accident record can be changed 
from a bad one to a good one, 
everyone gains and the social aims 
of workmen’s compensation have 
been advanced. When an insurance 
company makes a profit in this field, 
it means that accidents have been 
prevented and that those that did 
occur received effective claim serv- 
ice. 

Let us consider the statement 
that a state monopoly could oper- 
ate at less expense and thus provide 
the injured worker with a higher 
percentage of the premium dollar. 
The saving would have to come 
from one of the previously men- 
tioned expense items. First consider 
accident prevention—any reduction 
in this activity would be pure social 
retrogression and is not worthy of 
further consideration. A reduction 
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in the cost of claim service would 
be of negative benefit, and could 
come only at the expense of prompt- 
ness or through indifferent handling 
or both. A lack of promptness is of 
direct harm to the injured worker 
and means delay in needed benefit 
checks and follow-through on medi- 
cal treatment and care. Indifference 
not only causes vexatious delay 
and confusion but also opens the 
door to abuse and fraud at the ex- 
pense of the entire community. 
Payroll audit and statistical func- 
tions can only be reduced if justice 
and fairness in charges from one 
policyholder to the other are im- 
paired. Even a state monopoly must 
basic administrative 


have certain 


charges in order to function at all, 


and even if they should be operated 
at a lower cost than that of private 
companies, it would make a differ- 
ence in premium costs of a very 
small percentage at the most and 
even this is doubtful. Premium 
taxes, if not collected by a state 
fund, would have to be made up by 
the public in some other form of 
revenue. Agents’ commissions could 
only be dispensed with by arbitra- 
rily depriving policyholders of the 
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service that the agent renders. This 
is no real saving, since today in 
those few states which have mo- 
nopolistic funds many employers 
feel the definite need for this serv- 
ice and incur the expense of sepa- 
rate fees in seeking the expert ad- 
vice that an insurance agent 
provides as a matter of course in 
other states. 

Of foremost importance is the 
item of social gain and net cost 
to the community. A lower expense 
percentage is a poor price to pay 
at the cost of impairment of acci- 
dent prevention and competent 
claim service. Poor accident pre- 
vention and claim work are bound 
to result in higher accident costs, 
so that the net cost to society is 
higher even with a reduced expense 
percentage and a cruel deception 
is played upon the workers for 
whose benefit the laws have been 
enacted. The profit incentive of the 
private competitive market has re- 
duced accidents and made a sub- 
stantial contribution to the social 
gains enjoyed by American workers. 
It has been a fruitful and dynamic 
system which only folly or ignor- 
ance would destroy. 


A pedestrian is a motorist who found a place to park. 


—Wisconsin Insuror 





Retrospective rating is being 
used more and more. Agents 
who understand it can save 
their accounts some money; 
they may also make a little 
money for themselves 


Retrospective Rating Plans 


HE RAPID INCREASE in the use 
Tor retrospective rating in the 
last few years requires that the prin- 
ciples and application of retrospec- 
tive rating plans be more widely 
understood by those in the casualty 
insurance business. As a thoroughly 
responsive rating procedure, it can- 
not be disregarded by those seeking 
the proper price for the insurance 
protection afforded the larger risk. 
The growth of premium volume 
subject to retrospective rating may 
be illustrated by the increase for 
workmen’s compensation insurance 
alone. In 1940, the countrywide an- 
nual premium volume of workmen’s 
compensation insurance subject to 
retrospective rating was some 19 
million dollars developed by rough- 
ly 900 risks; in 1949 the premium 
volume had increased to about 75 
The quibennttie. Bailey, a graduate of Dart- 
mouth College and the University of Penn- 
syvania’s Wharton School of Finance and 
Commerce, has been associated with the Na- 
tional Bureau of Casualty Underwriters since 
1949. He was originally employed in the 


actuarial division but in 1951 was transferred 
to the executive division. 
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million dollars with well over 3,000 
risks rated. The final retrospective 
premium in 1949 was about 15 per- 
cent less than the aggregate stand- 
ard premium, thus representing 
sizeable savings for the total of 
these risks. While premium figures 
are not yet available for more re- 
cent years, the continuing increase 
in the number of risks subject to 
retrospective rating indicates that 
there shall soon be 100 million dol- 
lars of compensation 
premium written under available 
retrospective rating plans. The 
growth for third party liability in- 


workmen’s 


surance has been equally marked. 

What has caused this steady in- 
crease in the use of retrospective 
rating? To answer this question we 
need first to consider the principles 
of retrospective rating and the plans 
available for use, and then to con- 


sider the attractiveness of these 
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plans to insurance buyers and the 
insurance companies and producers 
under current casualty insurance 
conditions. 


EXPERIENCE RATING 


Retrospective rating is a type of 
experience rating. The experience 
rating plans which are best known 


may be described as “prospective” 
plans since they modify the manual 
rates for the coming period of cov- 
erage on the basis of the risk’s own 
experience over a past period to 
the extent that this experience is an 
accurate indication of the risk’s con- 
ditions. As a risk increases in size, 
its own experience indications are 
given more weight in measuring 
departures from the average or 
manual rates. Retrospective rating 
plans adjust the premium for the 
period of coverage on the basis of 
the risk’s own experience during the 
period, subject to limitations agreed 
upon in advance by the insured and 
the company. 

Retrospective rating is complete- 
ly responsive to the hazard condi- 
tions of the individual risk. The 
eligibility for retrospective rating is 
set at a point higher than that for 
“prospective” experience rating pri- 
marily because this type of rating 
is not attractive to the smaller risk 
whose experience is more apt to 
fluctuate widely from year to year 
due to the occurrence or absence 
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of a single serious loss. Larger risks 
know full well that they will have 
to pay their own way and insist on 
a rating procedure which will ac- 
curately and quickly reflect the loss 
results and expense requirements of 
the individual risk. Retrospective 
rating procedures are designed to 
meet this demand and thus keep 
these risks from self-insurance and 
enable stock companies and _ their 
producers to compete with mutual 
companies on a cost basis. 
SIMPLE PROCEDURE 

Retrospective rating provides 
that between designated minimum 
and maximum limitations, the ac- 
tual losses shall govern the premium 
for the risk. It is superimposed on 
the regular rating procedure and 
adjusts the standard premium to the 
actual risk conditions. The retro- 
spective rating procedure is really 
quite simple. The regular standard 
premium is charged initially, and 
the retrospective adjustment is 
made six months after the expira- 
tion of the rating period. If there 
are some losses whose future value 
is unknown at that time, additional 
adjustments may be made at 12- 
month intervals. To determine the 
retrospective premium, a percent- 
age of the standard premium, desig- 
nated as the fixed charge or basic 
premium, is charged to cover ex- 
penses other than claim expenses 
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and taxes. This provision for ex- 
pense is the same as would be 
charged the risk if it were written 
at guaranteed cost. The basic pre- 
mium also includes an insurance 
charge which measures the prob- 
ability of the risk’s own losses pro- 
ducing an indicated retrospective 
premium greater than the maximum 
premium or less than the minimum 
premium. 

The actual losses, increased by a 
loss conversion factor to provide for 
claim adjustment expenses, are add- 
ed to the basic premium. The retro- 
spective premium is the sum of the 
basic premium and the converted 
losses increased by a tax multiplier 
to provide for the payment of taxes. 
If this retrospective premium is 
more than the maximum premium, 
the maximum premium is charged. 
If it is less than the minimum pre- 
mium, the minimum premium is 
charged. Thus, within limits accept- 
able both to the insured and the 
insurance company, the premium 
for the risk is determined by its own 
experience, and at the same time 
the full element of insurance is re- 
tained. 

For example, let us assume a risk 
with a total earned workmen’s com- 
pensation standard premium of 
$10,000. A minimum premium ratio 
of 53.5 percent and a maximum 
premium ratio of 165.0 percent has 
been selected in advance, produc- 


RETROSPECTIVE RATING PLANS 1] 


ing a basic premium ratio of 23.5 
percent. 

If the risk had losses of $4,200, 
the retrospective premium would 
be developed according to the Re- 
trospective Rating Formula as fol- 
lows: 

Retrospective Premium == [Basic 

Premium ($2,350) + Converted 

Losses ($4,200 X 1.13 = $4,746] 

X Tax Multiplier (1.026) = $7,280 


Since this amount is less than 
the maximum premium of $16,500 
(165.0 percent x 10,000) and more 
than the minimum premium of 
$5,350, it is the earned retrospec- 
tive premium to be charged. 

The initial development in the 


William O. Bailey 
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early 1930’s of an optional retro- 
spective rating plan came in work- 
men’s compensation insurance, 
which was regulated in almost ev- 
ery state. During the period when 
liability lines were not regulated in 
most states, there was little need to 
develop formal plans for third party 
liability insurance since the compa- 
nies were free to develop overall 
retrospective rating plans on an in- 
dividual basis to reflect the charac- 
teristics and requirements of the 
particular risk. This situation 
changed with the S.E.U.A. decision 
and the resulting universal regula- 
tion of casualty insurance, and re- 
cent developments of formal retro- 
spective rating plans have centered 
around the needs for third party 


liability insurance. 


THREE PLANS 


In most states there are three 
tabular retrospective rating plans 
which may be elected for work- 
men’s compensation insurance. 
These plans are known as Plans A, 
B and C. In almost all states these 
plans are interstate in application 
and ‘are available to risks develop- 
ing an annual workmen’s compen- 
sation premium of at least $1,000. 
Unfortunately, these plans are not 
uniformly applicable in every state, 
but the difference will not be ex- 
plained here because of space lim- 
itations. 
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Under Plan A, the standard pre- 
mium is the maximum. In the event 
of poor experience, the maximum 
penalty which the risk can pay is 
the loss of the premium discount 
which he would have received had 
he been rated on a guaranteed cost 
basis. The minimum premium per- 
centages for Plan A, which decrease 
as the size of the risk increases, are 
relatively high. Plan A is appropri- 
ate for those risks which do not feel 
that they can subject themselves to 
the possibility of more than a com- 
paratively small penalty, yet do 
wish to obtain some premium re- 
duction for good experience. 

Plan B provides maximum pre- 
mium percentages in excess of the 
standard premium. These ° maxi- 
mums are comparatively high for 
the smaller sized risks and decrease 
as the size of the risk increases. 
Correspondingly, the minimum pre- 
miums are much lower than under 
Plan A, offering a very attractive 
and substantial saving to risks with 
good experience. This plan is suit- 
able for the risk that is willing to 
assume a reasonable range of pre- 
mium based on its actual loss indi- 
cations. 

Bic SAvINGs 

Under Plan C, the maximum 

premium percentages are the same 


as for Plan B but no minimum pre- 
mium is specified. The basic premi- 





RETROSPECTIVE RATING PLANS 


Sizeable savings for large risks 


ums are higher for this plan than 
for Plans A and B for comparable 
maximum premium percentages. 
Plan C is appropriate for those risks 
desiring a plan where the saving in 
premium is unrestricted for favor- 
able experience. 

For automobile and general lia- 
bility insurance, a_ retrospective 
rating plan called the Automatic 


Premium Adjustment Rating Plan is 
in effect in most states for risks 
having a combined automobile and 
general liability standard premium 
of $1,000 or more. It is an optional, 
interstate plan. While Plans A, B 
and C for workmen’s compensation 
insurance are tabular plans with 
specific tables of minimum, maxi- 
mum and basic premium values, 
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this plan is a formula-type plan. 
Under the formula, any combina- 
tion of minimum and maximum 


premium values may be selected, 
thus permitting the company and 
the insured to work out a tailor- 
made plan for each individual risk. 


HicH REQUIREMENT 


A similar formula-type retrospec- 
tive rating plan is available for 
boiler and machinery insurance 
risks with a standard premium of at 
least $25,000. The eligibility re- 
quirement is high in this plan in 
relation to the eligibility require- 
ments for liability and workmen’s 
compensation plans because the 
provision for losses in the rates is 
smaller due to the primary impor- 
tance of the inspection element in 
boiler and machinery insurance and 
because of the low claim frequency 
in this line. 

The most recent development in 
retrospective rating is the introduc- 
tion of Retrospective Rating Plan 
D. This plan, since its introduction 
in the beginning of 1948, has re- 
ceived widespread approval and 
has resulted in a steadily increasing 
volume of premium and number of 
risks written subject to the plan. 
Plan D is an optional, interstate, 
formula-type retrospective rating 
plan available to risks of $5,000 or 
over in premium size. It provides 
for the permissive combination of 
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workmen’s compensation, automo- 
bile liability and general liability 
insurance coverage of a risk. For 
third party liability insurance, the 
policy limits included in the rating 
are normally $10,000 per accident 
but this limit may be increased for 
larger risks. The losses are also lim- 
ited to the policy limits included in 
the rating. 

The most important feature of 
Plan D is the provision permitting 
the combination of workmen’s com- 
pensation insurance with third party 
liability insurance for rating pur- 
poses. Insureds and carriers have 
long considered the overall expo- 
sures of a risk rather than the in- 
dividual coverages in determining 
an equitable premium for the entire 
operations of a risk. Plan D brings 
the advantages of multiple-line un- 
derwriting to the individual risk. It 
permits the carriers to meet the de- 
mand of insureds for an overall 
rating plan which is responsive and 
realistic. It also provides for the 
selection of ranges of rating values 
for workmen’s compensation insur- 
ance not available under Plans A, 
B and C. 

FLEXIBLE PLAN 

The plan is flexible so that each 
risk may be treated on an individual 
basis according to its characteristics 
and needs. This plan, like the other 
retrospective rating plans, provides 
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an important incentive for accident 
prevention. An improvement in the 
accident conditions is reflected im- 
mediately in the premium the risk 
must pay. This is a most forceful in- 
centive since it affects an insured 
where he is most vulnerable—in his 
pocketbook. The plans replace a 
definite amount of cost with a defi- 
nite range of cost. The insurance 
principle is retained both below the 
minimum premium and above the 
maximum premium and also in the 
accident limitation applicable in 
the rating and in any increased lim- 
its which fall beyond the limits used 
for rating purposes. 


PRIMARY INTEREST 


Large insureds have always been 
interested primarily in their total 
insurance premiums rather than the 
separate cost of the various policies 
and coverages. They have sought 
a rating plan which would reflect 
the overall experience of the risk, 
which would be responsive to care- 
ful management and an active pro- 
gram of accident protection and 
which would reflect expense savings 
based on sound pricing economics 
on a large risk. Plan D incorporates 
these features and has a definite 
appeal to many risks of this size. 

The companies have also taken 
enthusiastically to Plan D. No mat- 
ter how scientifically rates are de- 


termined for individual lines of 
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insurance in a given year certain 
rates are inevitably out of line. The 
combination of lines under Plan D 
reduces the possibility of such in- 
accuracy for the combined expo- 
sures of the risk. 


SounD PROCEDURES 


These, briefly, are the retrospec- 
tive rating plans available in most 
states. They are all sound rating 
procedures which can be applied to 
the advantage of all parties to in- 
surance—the risk, the producer and 
the company. 

The plans are particularly attrac- 
tive under present conditions. With 
generally rising rates for workmen’s 
compensation, automobile liability 
and some general liability cover- 
ages, retrospective rating has a 
greater appeal to better-than-aver- 
age risks since it provides a means 
by which they can reflect immedi- 
ately their favorable loss experience 
in lower premiums than would be 
produced by other available rating 
procedures. 

These higher rates, together with 
increased insurance protection cur- 
rently being purchased, have also 
augmented the number of risks 
eligible for retrospective rating. 
Producers servicing these larger 
risks should avail themselves of re- 
sponsive rating procedures in the 
interest of their insureds and them- 
selves. 
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Most producers are well aware 
of the tight market situation for 
casualty insurance generally and 
particularly for automobile liability 
insurance. When rates are inade- 
quate, the companies necessarily 
adopt a stricter underwriting policy 
with the result that many of the 
poorer risks have difficulty in secur- 
ing coverage. Frequently, retro- 
spective rating solves this problem 
since many companies will accept 
such a risk on a retrospective rating 
basis with appropriate minimum 


and maximum premium values 
when they would not accept the 
risk on a guaranteed cost basis. 
These are only a few of the pos- 
sible applications of retrospective 
rating under current casualty in- 
surance conditions. The potentials 
of this form of rating have only 
begun to be explored. Its increasing 
importance in the casualty insur- 
ance rating picture requires a wider 
appreciation of its principles and 
application in meeting the needs of 
the larger casualty insurance risks. 
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Courtrooms are important to 
all sorts of people, and they 
can be especially important to 
insurance agents. If you have 
never sold a court or fiduciary 
bond or if you would like to 
sell more of them, this article 
is for you 


Court and Probate Bonds 


HE GIVING of court bonds in 
litigation, and of fiduciary 
bonds in probate proceedings, is 
a practice which dates back to the 
middle ages, but the execution of 
such bonds by corporate sureties is 
of relatively recent origin. The cus- 
tom of accepting personal sureties 
had been so ingrained upon the 
courts for centuries that the strides 
made by corporate suretyship dur- 
ing the comparatively few years of 
its existence have been remarkable. 
Today court and probate bond pre- 
miums account for approximately 
25 percent of all surety premium 
volume. 

Conditions are favorable for a 
continued increase. We are in a 
The author—Mr. Griffith has been associated 
with the judicial department of the Fidelity 
and Deposit Company and its affiliate, the 
American Bonding Company since December 
1928. Following a period of training in the 
home office, he served for four years as a 
judicial inspector in the companies’ Boston 
branch office. He returned to the home office 
in 1932, was made assistant manager of the 
judicial department in 1941, and was made 


manager of the department and elected a 
vice president of the companies in November 
1945. 


By WILLIAM H. C. GRIFFITH 


period of inflated values which has 
resulted in larger estates requiring 
larger probate bonds. Notwith- 


standing the popular opinion that 
high taxes result in smaller estates, 


more large probate bonds in pen- 
alties from 1 million to 20 million 
dollars have been executed in the 
last 10 years than in the history of 
the industry. Enlightened adminis- 
tration of the probate laws of the 
various states is steadily increasing 
the number of corporate probate 
bonds. The population growth in 
the immediate future (the Bureau 
of Census predicts a 25 million 
increase in population in the next 
10 years) coupled with the broad 
increase in the worth of the in- 
dividual which has historically fol- 
lowed the increase in population in 
this country, offers a large base for 
expanded premium volume. 

Court and probate bonds are dif- 
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ferent in their application and dis- 
similar in their underwriting. Pro- 
bate bonds are generally required 
by the courts in the administration 
of estates and guarantee the hon- 
esty and faithful performance of 
duty of the principal; 
court bonds usually guarantee the 
payment of a sum of money. A 
probate bond for an honest and 
capable principal may be a good 
risk even though he is lacking in 
financial responsibility; whereas a 
court bond cannot be viewed with 
favor unless the principal is not 
only honest but is also of sufficient 
financial worth to meet any obliga- 
tion that may reasonably result 
from the litigation. 


whereas 


DESIRABLE BUSINESS 


This business is one of the most 
desirable classes of suretyship from 
the viewpoint of the producer to 
whom it pays a liberal commission 
and to the company for whom it 
produces a reasonable profit. The 
low loss ratio makes the producer a 
more valuable connection for the 
company and serves to cement the 
relationship and enhance its impor- 
tance. 

The primary requisite for the de- 
velopment of this business is a real 
recognition of its desirability. The 
producer must have a sufficient 
knowledge of the nature, merits 
and value of this class of business 
and a will to devote the necessary 
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time and effort to a long range pro- 
gram of education and cultivation. 
Outstanding results are unlikely 
immediately but a well worked 
plan will return dividends on a re- 
curring basis. 


LitTLE EFFort 


There are a number of features 
which facilitate production. These 
bonds originate almost exclusively 
in the office of attorneys and gen- 
erally most of them will be re- 
quired by a relatively small group 
of attorneys who specialize in pro- 
bate, receivership, admiralty and 
corporation matters. By concen- 
trating on these few, the producer 
can solicit a high percentage of all 
such bonds required. With no other 
class of bond business can the en- 
tire potential market be so effec- 
tively reached with so little effort 
and such low cost. Once a working 
arrangement is established with an 
attorney and the producer has 
demonstrated his ability to give 
good bonding service, he can de- 
pend on being called whenever a 
bond is needed. With a number of 
attorney clients he can be assured 
of an even flow of new business. 

Most probate bonds are required 
in decedents’ estates. The demand 
for these bonds does not fluctuate 
with changing economic conditions 
but continues unabated in good 
times and bad. Most court and 
probate bonds will continue in 
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force for from one to two years 
and a large percentage of pro- 
bate bonds will continue for many 
years, thus producing renewal pre- 
miums without further effort and 
resulting in an accumulated pre- 
mium volume. Probate bonds con- 
tinue in force until the object of 
the suretyship has been accom- 
plished, and liability, if it is pos- 
sible to do so at all in the interim, 
can only be terminated through a 
strict compliance with the statute 
governing release of surety. There 
is no statutory provision for the 
cancellation of liability under any 
court bond until the litigation has 
been finally determined either by 
final verdict or by stipulation of the 
parties. 

Introductions to and association 
with the principals on court and 
probate bonds will undoubtedly 
broaden the producer’s acquaint- 
anceship and each new acquaint- 
ance may be a prospect for other 
coverages. Knowledge of the assets 
in an estate and of the financial re- 
sources of the principals opens the 
way to opportunities to place other 
lines. Information regarding the 
heirs or beneficiaries may lead to 
many excellent prospects. Attor- 
neys who have been cultivated 
present one of the most influential 
and desirable groups of potential 
clients. Aside from their personal 
insurance needs, they frequently 
have outside business interests or 
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represent many business organiza- 
tions and often influence the plac- 
ing of their insurance contracts. 
For centuries personal sureties 
were generally accepted with lit- 
tle regard to their ability to respond 
in event of a default by the prin- 
cipal, and there have been count- 
less instances where widows and 
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orphans have been left penniless 
through the inability of personal 
sureties to make good on the bonds 
of defaulting fiduciaries. Unfortu- 
nately, in many jurisidictions, the 
practice of accepting personal sure- 
ties on the bonds required from 
fiduciaries is still prevalent and 
even in these enlightened times 
personal surety still accounts for 
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the majority of probate bonds exe- 
cuted. However, there is a growing 
realization of the need for ade- 
quately protecting the interests of 
creditors and beneficiaries of es- 
tates, and, through education of 
those who have it within their 
power to see that corporate surety 
bonds are required, we can con- 
fidently look forward to the time 
when the giving of personal surety- 
ship will be regarded as an out- 
moded practice. 


QUALIFYING RULES 


Laws enacted by New York and 
other states prescribe certain rules 
for the qualification of personal 
sureties. The Model Probate Code 
prepared by the model probate 


code committee of the American Bar 
Association in connection with the 
research staff of the University of 
Michigan Law School, contains 
similar provision with respect to 
personal sureties. The authors, in- 
cluding some of the outstanding 
authorities in the country on pro- 
bate law, filed their report on this 
Section in part as follows: “The 
effect of this Section together with 
provisions in paragraphs 111, 112, 
116 and 117 is to require each per- 
sonal surety on bonds in excess of 
$1,000 to give a lien on one or 
more tracts of his own real estate 
within the State as security for the 
performance of the obligation of 
the bond. The advantages of such 
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a statute are obvious. If the title 
to the real estate is investigated and 
if the bond placed a lien upon 
said real estate when it is approved 
by the court, the danger of loss 
from financial irresponsibility of 
the largely elimi- 
ated.” 


bondsman is 


PERSONAL SURETIES 

When there is no state regula- 
tory law some probate courts have 
promulgated rules whereby per- 
sonal sureties must meet certain 
requirements, which are similar in 
their effect to the personal surety 
requirement in the “Model Probate 
Code.” The probate court of Cook 
County, Illinois, adopted this rule: 
“Rule 16, Schedule of Personal 
Surety. 


“Before any bond with per- 
sonal surety shall be approved 
by the Court, each person of- 
fered as surety shall present a 
verified schedule in the form 
prescribed by the Court and 
furnished by the Clerk, shall 
agree in writing that he will 
not convey or incumber any 
real estate owned by him until 
he is released as surety by 
order of this Court, and shall 
pay to the Clerk the cost of ex- 
amining the sufficiency of the 
surety and the recording of 
the schedule. 

“If the proposed surety is 
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Most... will be required by . . . attorneys 


accepted by the Court, the 
schedule shall be filed with the 
Clerk, recorded in the office of 
the Recorder of Deeds, or the 
Registrar of Titles of the coun- 
ty where the real estate is lo- 
cated, and then kept by the 
Clerk with the bond to which 
it refers.” 


A similar rule has long been in 


force in the Criminal Court of 
Cook County with respect to bail 
bonds. 

Most probate courts have inher- 
ent authority, regardless of any 
supporting statute, to make rules 
with which individuals must com- 
ply in order to qualify as personal 
sureties. 

For many years the Surety Asso- 
ciation of America has consideréd 





22 THE CASUALTY AND SURETY JOURNAL 


means of combatting personal sur- 
etyship. After discarding many 
plans, the Association has decided 
that it is a matter of education 
which must be advanced by the 
producer as well as the surety com- 
panies. The producer should lose 
no opportunity to point out to his 
attorney and probate court friends 
the ill effects that may result from 
the use of personal surety. The 
producer who is successful in pre- 
venting the use of personal surety- 
ship in a particular case has the 
satisfaction of knowing that his ac- 
tion has operated directly to the 
benefit of several parties. First are 
those asked 
“merely as a matter of form” to 
sign one of these dynamite bonds 
that may wipe out their life sav- 
ings; second, probate judges are 
freed of any possible embarrass- 
ment due to the failure of personal 
sureties to meet their obligations; 
third, even the individual who is 
bonded is benefited by corporate 
suretyship because he gets the help- 
ful service that the bonding com- 
pany is willing and expects to give 
to protect its interest as well as its 
principals’. The Surety Association 
and practically all surety com- 
panies have literature on this sub- 
ject which may be used to good ad- 
vantage. Fortunately for the liti- 
gants who are to be _ protected 
under court bonds, there are few 
if any law or equity courts that will 


individuals who are 
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today accept personal surety and it 
is so rarely done that it can be con- 
sidered an outmoded practice. 


PENALTY REQUIREMENTS 


Today, 30 of the 48 states and 
the District of Columbia, require 
administrators to give a surety bond 
in a certain amount in relation to 
the personal estate. However, in 
some jurisdictions, probate judges 
exercise wide discretion in fixing 
the penalty of bond regardless of 
the statutory requirements and in 
many instances grossly inadequate 
bonds are required in relation to 
the personal estate to be adminis- 
tered. Some probate judges after 
acquiescing to the exercise of joint 
control of the assets in an estate by 
the surety and in some instances 
insisting upon it, require but nom- 
inal bond out of all proportion to 
the assets, which places the surety 
in the position of extending itself 
to safeguard the assets of the estate 
without adequate premium com- 
pensation. There is a marked ten- 
dency on the part of legislatures in 
some states to give probate judges 
more and more discretion in fixing 
the penalty of the bond. In order 
for corporate sureties to obtain a 
premium commensurate with the 
risk, the penalty of bonds to qual- 
ify administrators and executors 
should be set at approximately 1% 
times the value of the personal es- 
tate plus one or two years’ income 
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from the real estate, but under no 
circumstances should the bond ever 
be less than creditors’ claims and 
Federal and state taxes. The pro- 
ducer should always be alert to 
point out to his attorney and pro- 
bate court friends that the Surety 
Association’s rates are based upon 
adequate bond penalties in relation 
to the assets. Fortunately, the stat- 
utory requirements for the execu- 
tion of court bonds are strictly fol- 
lowed and generally the penalty of 
the bond is set at double the value 
of the property or judgment in con- 
troversy. 
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Court and probate bonds should 
not be considered a “side line” as 
the annual premium production on 
this class of business today is run- 
ning at approximately 20 million 
dollars. I regard the future of this 
class of business as very bright. 
After mastering the underwriting 
technicalities and carrying out cer- 
tain fundamental steps toward ac- 
quiring this business, the producer 
can assure himself of a constant 
premium income, limited only by 
the wealth of the community and 
the producer’s ingenuity and _ per- 
severance. 
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Liability of Metal Yard—A man en- 
tered a steel and metal yard to pur- 
chase some metal. While a piece of 
steel was being cut for him by the 
foreman, he went to the stock shed, 
found some angle iron and was on 
his way to the scales with it when he 
stopped at a cutting table where an 
employee of the yard was using a 
torch. When the employee indicated 
that a steel plate on the table was in 
his way, the man went up to the table 
and picked up the plate. As he did 
this a round piece of steel, weighing 
about 100 pounds, which, unknown 
to the man but known to the em- 
ployee, was under the plate, rolled 
off the table onto the man’s foot, 
causing serious injury and necessitat- 
ing the amputation of the big toe. In 
his suit for damages against the own- 
ers of the yard he recovered judgment 
on a jury’s verdict in his favor for 
$15,000. The judgment was affirmed 
on appeal. (Butcher v. Queen City 
Iron & Metal Co. (California 1950) 
221 P. 2d. 265.) 
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Liability of Hotel—A woman guest of 
a hotel inquired in the lobby for a 
rest room and was directed down a 
flight of stairs by an employee. The 
stairway had a handrail on each side 


which stopped two steps from the bot- 
tom. She walked down the stairs, 
which were dimly lighted, hanging 
onto one rail. When she came to the 
place where the handrail stopped she 
thought she had reached the bottom, 
so she stepped out and fell down the 
two remaining steps. She and her hus- 
band sued the hotel for the injuries 
she sustained as the result of the fall 
and recovered a judgment, which was 
affirmed by the appellate court 
(Jewell v. New Hotel U. S. Grant 
(California 1950) 221 P. 2d. 170.) 
ee 

Liability of Storekeeper— A woman 
was window shopping in the entrance- 
way of a shoe store. As she passed out 
of the entranceway, still looking at 
the merchandise on display, the ball 
of her foot went into a depression in 
the city sidewalk at the point where 
the concrete floor at the entranceway 
joined the sidewalk, causing her to 
turn her ankle and fall. There was a 
seven-eighths inch drop between the 
store’s concrete entranceway and the 
sidewalk. She and her husband sued 
the store for the resulting injuries and 
the jury returned a verdict in their 
favor. The .appellate court affirmed 
the judgment. (Jutras v. Satters, Inc. 
(New Hampshire 1950) 75 A. 2d. 
712.) 





Yes, half a building can be 
worse than none. Here is an 
analysis of demolition insur- 
ance, and what it can mean 
to the insured and the agent 
who sells the insured 


Partial Damage But a Total Loss 


the right kind of insurance.” 
These are the most embarrassing 
words any insurance agent can 


— BuT you did not have 


ever be called on to say to any 
client. It’s bad enough when he has 
recommended the coverage to the 


insured before the loss. Then the 
worst criticism that the “insured” 
can justly make is, “You are a heck 
of a salesman; why didn’t you 
make me take this insurance?” If, 
however, the producer has made a 
pretense of being an insurance ad- 
viser and because of laziness or 
ignorance or fear of being turned 
down has failed to even let the in- 
sured know that he was exposed 
to a loss by the operation of build- 
ing laws, then there can be no 
The author-——Mr. Eagles, director of the 
Hartford Fire Insurance Training Center, 
joined the Hartford in 1933, as manager of 
the schedule department of the Brooklyn, 
New York, office. Prior to that he was with 
a large agency of the Two Hartfords. He has 
had wide experience in selling all forms of 
fire insurance and in fire insurance rating; 
he has also done considerable educational 


work with the Insurance Institute of Amer- 
fea, and has written many articles. 
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satisfactory excuse for the agent, 
and his face must be very red in- 
deed if such a loss occurs. 

Let’s start at the beginning. In 
many states and cities there are 
building laws of one sort or another 
that provide that if a building, 
usually if located in a given area 
such as a fire zone, is damaged in 
excess of a certain percentage, then 
it may not be rebuilt there. In 
effect, if the owner is to have a 
building at that location, he must 
tear down any remaining sound 
value and start fresh. The fire in- 
surance policy, however, provides 
insurance against “direct loss by 
fire” and specifically excludes any 
“allowance for any increased cost 
of repair for reconstruction by 
reason of any ordinance or law reg- 
ulating construction or repair.” 

The insured may thus find that 
he has an actual total loss because 
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of the zoning law, even though 
there was only partial damage by 
fire. Of course the companies can 
properly pay him for only the direct 
damage under these circumstances 
unless he has demolition insurance, 
or contingent liability from opera- 
tion of building law, as it is called 
in some states. Although fire in- 
surance has been mentioned, the 
same applies to other insurable per- 
ils, particularly those of the ex- 
tended cover endorsement. 


DEVELOPING PROSPECTS 


An alert agent can, in many lo- 
calities, develop a sizable prospect 
list by simply investigating the 
building laws that apply. The laws 
may fall into at least four cate- 
gories. 

(1) They may apply to the 
over-all construction of a build- 
ing. For instance, an area may 
have been zoned for fire-re- 
sistive buildings only. The 
ordinance probably permits 
buildings existing when it was 
passed, to remain, but if they 
are damaged, say, more than 
50 percent by the elements, 
fire or otherwise, repair is pro- 
hibited, and in many cases 
demolition of the building is 
required. Note that the re- 
maining part of the building 
is considered as sound and 
could be used as the basis of 
reconstruction if the buildings 


were outside of the zone. We 
are not referring to parts of the 
building weakened by the fire 
or other peril insured against 
so as to require condemnation 
by the city engineer—that is 
direct loss by fire. 

(2) The law may apply to 
just part of the building, as the 
roof or stairshaft. 

(3) The law may apply to 
the use of the building. For in- 
stance, a manufacturing build- 
ing may be an area where 
manufacturing operations have 
been prohibited by a subse- 
quent ordinance but in which 
théy can remain until they are 
destroyed or damaged to a 
certain extent. 

(4) Schools and __ other 
places of public assembly may 
come under a state law pro- 
hibiting the repair of a par- 
tially damaged building of 
other than fire-resistive con- 
struction. 


All this means that the agent 
who wants to render the best serv- 
ice must do a bit of investigating 
to find out just what laws and 
ordinances may affect his clients 
and prospects. 


SimpLe HANDLING 


The mechanics of handling the 


endorsement are simple: just at- 
tach the approved endorsement, 
increase the rate by the percentage 
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shown in your manual—15 percent 
in most cases, according to the 
experience of this writer—and ap- 
ply the rate so increased to the 
amount of insurance, giving the 
over-all premium. On the endorse- 
ment the agent should show the ad- 
ditional premium charged because 
of the endorsement. Please note 
that this does not constitute an ad- 
ditional item of insurance, simply 
an extension of the coverage usu- 
ally provided. 

The amount of insurance should 
be reconsidered. Probably more 
often than not, buildings are in- 
sured for only a little more than 
the coinsurance requirement. If the 
building is subject to ordinances 


applying to the whole structure, a, 


total loss will result if the demoli- 
tion clause is brought into play at 
all. As a total loss is more probable 
here and a certainty if the building 
is damaged more than the given 
percent, it seems to me that insur- 
ance for anything less than 100 
percent of the actual cash value is 
shortsighted and inadequate. 

And here is another point: The 
usual building form excludes cost 
of excavations, foundations, under- 
ground pipes and drains, and simi- 
lar values if a coinsurance clause is 
used. If the building may not be 
rebuilt under the law, the founda- 
tions and similar values will be lost 
to the insured just as surely as the 
visible parts of the building are. 
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When working with this sort of 
ordinance, it will probably be 
found that the foundations should 
be covered by deleting the foun- 
dation exclusion clause and of 
course increasing the amount of 
insurance accordingly. 

In connection with the amount 
of insurance to recommend, a final 


A. N. Eagles 


point to consider, is the cost of re- 
moving debris. Before the fire or 
other disaster it is practically im- 


possible to say how much a 
wrecker will charge for taking 
away the remaining part of the 
building. and clearing the site. He 
may do it for nothing; he may even 
pay for the materials he gets out 
of it. Of course it is much more 
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Half a 


probable that he will make a 
charge for it. For that reason, it is 
well to add something to the 
amount of insurance for that con- 
tingency and to make sure that the 
debris removal clause is in the 
policy. 

If the policy is written as has 
just been suggested, that is, with 
the demolition clause and for 100 
percent of the actual cash value of 
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the building including the founda- 
tions plus an amount for the re- 
moval of debris, the amount of 
insurance would exceed the actual 
cash value of the building (the 
basis of coinsurance) by the 
amount by which it was increased 
to take care of the removal of 
debris. As there would be this mar- 
gin of safety above the amount re- 
quired to comply with the 100 
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percent coinsurance clause, the in- 
sured might be safe in accepting 
the 100 percent clause with a re- 
duction in rate. For more con- 
servative treatment, allowing a 
larger margin of safety, which is 
desirable in these days of unstable 
values, probably the 90 percent 
clause should be recommended. 

If this form of coverage is neces- 
sary for the complete insurance 
protection of a building, it is even 
more necessary as regards the time 
element policies: business interrup- 
tion, rent and extra expense. For 
instance, if a building should be 
damaged so it might take, say, two 
months to repair if it were not lo- 
cated in a fire zone, but because it 
was so located it would take six 
months to tear the remaining part 
down and then rebuild it, the time 
element loss would be increased 
considerably. There is a demolition 
clause for use with the time ele- 
ment policies. The very fact that 
the rate for it is generally higher 
than that for the clause used on 
building policies indicates its im- 
portance. 

Carrying the thinking as to the 
insured’s needs as the result of 
these building laws a little further, 
we find that he would probably 
need additional funds to build a 
building of the same size, but of 
better construction. In some terri- 
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tories, insurance to provide these 
funds under the circumtsances is 
available under the “demolition 
and increased cost of repair” clause. 
However, as this subject is contro- 
versial and the form is not available 
in a number of states, we will not 
go into detail concerning it here. 

To summarize—for the benefit of 
the producer who wants to be truly 
professional in his services to his 
clients and prospects: 

(1) Know the building laws 
in effect in your city and state. 
They can provide you with 
prospects; they can enable you 
to close what may be a serious 
gap in the insurance program 
of some of your best insureds. 

(2) Explain the need of this 
endorsement to those who do 
need it. At least the burden of 
an uninsured loss will then 
rest on the insured and not on 
the agent. 

(3) Recommend enough in- 
surance. Insurance barely com- 
plying with the 80 percent 
clause and with foundations 
excluded may well be quite 
inadequate. 

(4) Sleep better at night 
knowing that you have not 
failed to point out an impor- 
tant insurable risk to those 
whom you have sought to ad- 
vise. 
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“It was a memorable evening, Freddie. Although you really shouldn’t have 
spent all my money on me!” 








“Joyce feels we can afford to marry if you continue working.” 
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PLENTY OF PEOPLE were late for appointments because 
this wreck took place on the main line, and all passenger 
service on the line was delayed. Telegraph poles were also 
knocked down, interrupting wire service on the route. But 
again no one was injured although 15 cars were derailed. 


NO ONE was injured when 12 out of 34 cars 
on a freight train jumped the track, but there 
was plenty of physical damage. Several cars 
smashed into a station building, and it was 
quite a job to get them back on the track again. 


A Train 


a 


THE ‘NEWS IN PICTURES — 


Marine | 


THIS SHIP split in two after it was rammed by a Nor- 
wegian tanker. The bow section sank almost immediately 
loading oil. The ship was pulled from the dock after the crash, but the stern section kept afloat much 
to the open water where she continued to burn longer. All 37 members of the crew of the ship were 
as fireboats poured water into her. rescued, and the Norwegian ship was hardly damaged. 


THIS TANKER listing so badly caught fire when 
she was rocked by an explosion as she was un- 





x 
a 


TWO FIREMEN are shown pouring water into the wreck- THE ENTIRE contents of this farm, hay, six tons 
age of this building in their unceasing attempts to put out of grain and all the farm machinery, were a total 
the blaze that made a shambles of this building and several loss when the fire that went to work on this farm 
others in the vicinity in what was a terrific conflagration. got through with it. However, it was possible to 
Men, water and power finally earned the victory. lead 12 registered Jersey calves from the building. 


A Fire 


THE 


NEWS 


THAT SAYING that a good big fighter can always JUST TERRIBLE, that’s the only thing to say about this 
beat a good little fighter is certainly true when it one. Two big busses met head-on, and the results were awful. 
comes to cars and trucks. Further evidence was The toll came to 28 killed and 24 injured. The busses burst 
provided when this car and coal truck met head-on. into flames, and only their steel frames were standing when 
Five persons riding in the auto were killed. the blaze was finally brought under control. 
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T THE TIME this picture was taken it was not pos- /E ALARMS AND 200 firemen were required 
ble to give an accurate count of the deaths caused by i one. This four-story factory building was 
e fire. Five bodies had been counted, but firemen still really smoking, and 14 firemen were overcome by the 
ere faced with the grim task of sifting all the ruins fumes while fighting the flames. Scores of persons 
ff this hotel to make sure they hadn’t overlooked any. were routed from buildings in the surrounding area. 


p | c T U RE S 


Motor Vehicle t 


EAVE AND THOUGHTS of leave can keep servicemen going through BENT LIKE a pretzel and snapped in 
1 sorts of boredom and hardship. There were six sailors, who were two is this car which had careened o 
leave together, and they had the plans most sailors have. But when the highway before coming to rest 
e car the sailors were in smashed into a truck, they no longer had wrapped around this pole. The 22-year- 
eir plans, or anything else. They were all dead. old driver was killed in the accident. 








FOUR PERSONS were injured when an _ explosion 
wrecked this two-fcmily building. Three of the injured 
were in the house at the time and were surprised by the 
blast. The fourth person was even more bewildered. She 
was taking a bath next door when she was hit by debris. 


FLYING DEBRIS knocked out a fireman in the 
middle of this street. An underground fire with 
accompanying explosions was the cause. Another 
fireman was also hurt, and it was some time before 
busses and cars could use the street again. 


A Blast 





THE NEWS IN PICTURES 


Plane \ | 


JOURNEY’S END. This four-place plane was NOT MUCH LEFT of what had been a nice shiny private 
coming in for a landing at the end of a flight when airplane. In fact it is hard to find anything in the picture 
it missed the runway, and then this happened. that looks at all like an airplane. Two people were going 
The plane was smashed and crumpled, and three for a spin in it, and two people were killed—the pilot 
persons were critically injured. and his girl friend. 





@ It’s no longer news that insur- 
ance agents and brokers are 
leaders in community affairs. 
Here is an account of the ac- 
complishments of the Dallas 
Citizens Traffic Commission, of 
which the author is chairman 


Dallas Meets a Challenge 


T LEAST once or twice a week 
A something happens to me that 
takes my mind back to that passage 
in Charles Dickens’ “A Christmas 
Carol” which reads, “ “But you were 
always a good man of business 
Jacob,” faltered Scrooge, who now 
began to apply this to himself. 
‘Business,’ cried the Ghost, wring- 
ing its hands again, ‘mankind was 
my business; charity, mercy, for- 
bearance, and benevolence were, 
all, my business. The dealings of 
my trade were but a drop of water 
in the comprehensive ocean of my 
business.’ ” 

I do not pretend to know what 
was in Charles Dickens’ mind when 
he wrote those words, but I do 


The author—Mr. Gambrell is connected with 
the firm of Seay and Hall in Dallas where he 
started as an office boy in 1922. However, 
his service there has not been continuous, 
having been interrupted when he became a 
special agent in Texas for the Royal Insur- 
ance Co. In 1929, he joined a local firm in 
Dallas, and in 1935 he rejoined Seay and 
Hall. He is past president of the Texas Asso- 
ciation of Insurance Agents and the Dallas 
Junior Chamber of Commerce. He has also 
been vice president of the United States 
Junior Chamber of Commerce. 
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think they are a very apt descrip- 
tion of situations that the average 
insurance agent or broker is always 
finding himself in. I firmly believe 
agents and brokers contribute more 
to their communities through civic 
enterprise than any other group of 
people. Certainly they are called 
upon time and again. 

Every city and town in our coun- 
try has a traffic problem. All need 
community help, and the appeal of 
saving human life is but a part of 
a well rounded traffic program. If 
anyone in the insurance industry 
should need a selfish and impelling 
reason to enter a civic undertaking, 
one look at the present situation of 
the automobile business should be 
sufficient to lead him into the field 
of traffic safety through education, 
enforcement and engineering. The 
Dallas Citizens Traffic Commission 
has had the benefit of the talents 
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of many insurance men. R. W. 
Thompson, local agent and past 
president of the Texas Association 
of Insurance Agents is Chairman of 
the T-Man Committee and John L. 
Briggs is vice chairman for public 
relations. There are others doing 
great work for the Commission in- 
cluding the Dallas Association of 
Insurance Agents who recently 
voted to set aside a portion of the 
income from the local board place- 
ment committee for the use of the 
Traffic Commission. 


Gornc CONCERN 


The Commission, devoted exclu- 
sively to the promotion of traffic 
safety and to the problems of mov- 
ing traffic, has been a going concern 
for more than 15 years. So far as 
can be ascertained, Dallas, where 
the Commission is incorporated un- 
der the laws of Texas and affiliated 
with the National Safety Council 
and the Texas Safety Association, is 
the only community in the South- 
west to have successfully organized 
and operated a comparable civic 
group continuously for that length 
of time. 

It has often been said that any 
worthwhile institution is but the 
lengthening shadow of a single in- 
dividual. Certainly it is always true 
that some one person must have 
pioneered any forward movement 
of consequence; that, if the move- 
ment has succeeded, such a person 
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has had to put his own life into the 
undertaking and to have furnished 
leadership and enthusiasm to at- 
tract and inspire others. 


For 13 years, the Citizens’ Traffic 
Commission was carried forward 
under the leadership of Carl J. Rut- 
land, its founder and organizer. 
Since its inception, Mr. Rutland has 
served continuously as chairman 
until recently, at his own insistence, 
he was relieved of this responsi- 
bility, but was elected honorary 
chairman of the Commission for 
life. The chairmanship is currently 
held by the writer who was re- 
elected in March 1952 for a second 
term. 

The cooperation of practically 
every civic group in Dallas County 
been enlisted in the traffic 
safety movement. Working as a 
team with public officials, the Com- 
mission has been instrumental in 
bringing about such reductions in 
death and injury rates that the re- 
sults have been reflected in a sub- 
stantial lowering of motor vehicle 
insurance premiums for Dallas 
County. 

The Citizens’ Traffic Commisison 
is a wholly independent, fact- 
finding, educational and advisory 
group, with an active membership 
of 160 civic leaders, public officials 
and representatives of the various 
organizations of Dallas and Dallas 
County. It has no official connec- 
tion with any governmental body, 


has 





1952 


city or county, and can only recom- 
mend action and assist governmen- 
tal agencies in ascertaining factual 
data and presenting it to the pub- 
lic. The executive committee, com- 
prising the elective officers and the 
chairmen of the standing commit- 
tees, meets on call. Regularly 
scheduled meetings of the Com- 
mission are held monthly and elec- 
tions are now on an annual basis. 

The Commission is supported en- 
tirely by voluntary contributions. 
These come from _public-spirited 
citizens who are interested pri- 
marily in public safety on the 
county’s streets and highways and 
from business concerns, fleet own- 
ers, and large corporations with an 
economic interest in traffic prob- 
lems. Its objectives are: (1) to re- 
duce traffic accidents, injuries and 
deaths on all streets and highways 
within Dallas County by the best 
methods of education, engineering 
and enforcement, legislation and 
administration; (2) to secure the 
complete cooperation of the citi- 
zenry at large and to arouse public 
support for official bodies under- 
taking constructive safety work in 
traffic; (3) to expedite the flow of 
traffic by proper engineering, plan- 
ning and control; and (4) to advise 
and assist city, county and state 
governments in needed improve- 
ments and changes in order that 
the aforementioned objectives may 
be attained. 
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The Commission has never at- 
tempted to assume any of the re- 
sponsibilities or prerogatives of 


duly constituted authority. It has 
attempted consistently to maintain 
this policy, studying the various 
phases of the traffic safety problem, 
gathering factual data through its 
special committees and making rec- 











The Times Herald, Dallas 


Eric C. Gambrell 


ommendations to the governing 
bodies of the city and county. 
Included among the early proj- 
ects advocated by the Commission 
was the installation of parking 
meters. Dallas was the second large 
city in the nation to use these de- 
vices, which were installed on a 
trial basis upon the recommenda- 
tion of the Traffic Commission. 
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During the trial period the Com- 
mission undertook to sell the public 
on the idea, and the parking meters 
stayed, They are now a permanent 
part of the city’s program for traffic 
control. Not only have they been 
helpful in regulating traffic, but 
they have produced more than two 
million dollars in revenue since 
their installation. Monthly receipts 
are currently $24,000. All of this 
revenue is spent for traffic control. 
Since this first experience, the “in- 
stallation and trial” system has been 
used for many projects. 


PusLic EpuCATION 


The Commission recommended 


an anti-ticket-fixing policy 12 years 


ago, when this still was recognized 
as a long established prerogative of 
certain officials. A well organized 
campaign to educate the public was 
conducted, and a fair and impartial 
policy was adopted and carried out. 
Ticket-fixing wentout and has stayed 
out, Another forward step was taken 
eight years ago when a fully staffed 
Traffic Engineering Department 
was set up for the city. None had 
existed previously, except as an ad- 
junct to the public works or the 
police departments. Again the idea 
had to have public acceptance; but 
this was gained, and Dallas is in 
the forefront of cities with traffic 
engineering departments. Working 
very closely with that department 
is the strong and highly important 
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engineering committee of the Citi- 
zens Traffic Commission. This com- 
mittee recently chartered a special 
plane to enable 56 civic leaders to 
make a trip to Los Angeles to study, 
firsthand, some of their traffic prob- 
lems. 

An antiquated corporation court 
building was replaced by a modern 
structure after public support and 
official sanction was secured. Rec- 
ognizing the need for thorough 
public education in traffic, the city 
nine years ago set up a bureau of 
traffic safety education with an an- 
nual budget of $25,000. The direc- 
tor of this bureau also serves as 
executive secretary of the Traffic 
Commission. 


T-MEN 


Another highly successful activity 
sponsored by the commisison is the 
Dallas T-men organization. T-men 
is the name of a carefully selected 
group of Dallas citizens who have 
for several years reported traffic 
violations as a part of the safety 
education program. T-men are not 
vigilantes, snoopers or troublemak- 
ers but constitute an auxiliary po- 
lice force. They actually seek to 
avert trouble for the drivers whom 
they report. Each violator reported 
receives a courteously worded let- 
ter over the signature of the Dallas 
Police Chief, calling attention to 
the fact that the driver of a car 
bearing a license number registered 
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To reduce accidents, injuries and deaths 


in his name was observed commit- 
ting some unsafe act. His coopera- 
tion in the safety movement is 
solicited and thus the T-men render 
an important service to the com- 
munity. 

The juvenile problem has been 
attacked from four directions: (1) 
a Juvenile Traffic Court of Dallas 
has been in operation for the past 


ten years, conducted under the 


joint supervision of the corporation 
court judges and the traffic com- 
mission, and staffed by carefully 
chosen senior high school students 
enrolled in traffic safety courses; 
(2) a juvenile violators school has 
been established; (3) a screening 
board assists the county judge in 
passing on underage applicants for 
drivers’ licenses; (4) through the 
cooperation of school authorities, 
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driver education and driver train- 
ing courses have been established 
in all Dallas high schools. 

Continuing the use of the magic 
key words, “installation and trial,” 
and securing public support through 
publicity and education, the com- 
mission has advocated one-way 
streets, rush hour parking bans, uni- 
form street markings and many 
other changes. 

To help win public support the 
commission sponsors an annual Po- 
lice Awards Banquet. Certificates, 
trophies, and cash awards are given 
to individual police officers for out- 
standing work. At these yearly 
events, some 300 uniformed police 
officers are assembled, together with 
an equal number of representative 
civic leaders, to participate in a 
program designed to bring about a 
better understanding between citi- 
zens and police. The banquet has 
been held for the past six years and 
has attracted nationwide attention. 

In Dallas there has recently been 
completed the first section of a 
$21,000,000 expressway extending 
across the city. The commission, 
jointly with the highway committee 
of the Chamber of Commerce, 
played a vital part in the opening 
ceremonies for the highway. A score 
of national publications, including 
LIFE magazine, have carried the 


expressway success story. Inquiries 
about the project have come from 
such far away places as Paris, Lon- 
don and Tokyo. 

Although the registration of au- 
tomobiles and the population. of 
Dallas have both more than dou- 
bled in the past 15 years, deaths 
and injuries, on a percentage basis, 
have been reduced by more than 
one half. As a consequence, auto- 
mobile insurance premiums today 
are lower in Dallas than in any 
other large city in Texas. 

Public officials and the citizens of 
Dallas County have cooperated 
with the commission to accomplish 
many things, but members of the 
group feel that they have only be- 
gun the attack upon the major 
problems ahead. Counting upon the 
fine civic consciousness which has 
been developed already, the Dallas 
Citizens Traffic Commission con- 
tinues to work for a safer com- 
munity. 

Whatever success the Commis- 
sion may have attained—whatever 
it may accomplish in the future as 
an organized group working for 
safety in our community, will con- 
tinue to depend, as it always has, 
upon the willing support and the 
sincere, earnest desire of every 
thinking citizen to make safety his 
own individual responsibility. 





Usable Ideas for Today 


SwEET GREETINGS 
Wishing to get people accustomed 


to stopping by his office, one agent 
installed a complete line of greeting 
cards. The cards were so displayed 
that customers could help themselves 
and then pay his secretary after they 
had made their selection. Not only did 
the agent get a number of new pros- 
pects, but the greeting card business 
proved extremely profitable. (P. S. 
None of the agent’s clients was a sta- 
tioner. ) 
—The Marylander 
,rf 

More PuNncH 

No competent lawyer would think 
of submitting his case to a jury with- 
out summing up all of the good points 
in his-client’s favor, because he knows 
that the members of the jury might 
overlook the most important testimony 
given by the witnesses. 

Likewise, no competent salesman 
would attempt to close a sale without 
summing. up and emphasizing the 


strong points of the plan or product 
that he is selling. 

Even though a salesman may have 
the feeling in the early part of an 
interview that he has the prospect 
completely sold, it usually does not 
pay to try to take a short cut to closing 
the sale. Yes, you may have brought 
out point after point showing how and 
why your prospect will benefit by 
having the protection you are offering 
him. But, your prospect will not re- 
member all of these points . . . prob- 
ably not even one-tenth! Many of 
them failed to stick in his memory. 
Therefore, before you ask for his de- 
cision to buy, you must again lay 
before him ALL the important points 
in favor of your plan. When he is con- 
vinced of what your plan will do for 
him, the prospect will invariably sign 
the application for he will see that 
the amount of the premium would be 
returned to him many fold if and 
when disability cuts his earning power 
or he has big bills to pay for hospital 
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and surgical care. 

Perfect your summing-up. It is the 
climax of your sales talk . . . the dra- 
matic scene of the final act . . . the 
“Big Scene.” Go over the summing-up 
of your sales talk tonight. Rehearse it 
several times, live it and dramatize it. 
Successful salesmen who get the big 
commissions in this business are the 
men who know how to get sales 
making power into their summing-up. 
Put more punch into your summing- 
up ... and CASH IN! 

—The General’s Review 
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WinTER Is ComMiING 

Even with his heating plant turned 
on full blast many a homeowner would 
be shivering this winter if he fully 
realized the liability hazards that foul 
weather brings. Perhaps he wouldn't 


be so hesitant about closing that CPL 
sale if he had a good look at the 
claims that flood an insurance com- 
pany winter after winter. 

A pedestrian slips on an icy side- 
walk. In court, the jury, mindful of its 
own experiences, decides that there is 
a clear-cut case of negligence. Who 
pays? The homeowner. 

A child zooms down a snow-covered 
hill on his new Flexible Flyer, fails to 
see the old man crossing the street 
until it is too late, chops the man’s 
legs out from under him. Whom does 
the old man’s lawyer come to see to 
demand reimbursement? The child’s 
father. 

During a thaw an icicle grows and 
grows until it is a sword of Damocles 
hanging from the eaves. The slam of 
a door, the icicle jars loose, an un- 
suspecting delivery boy is pinned to 
the ground. Who pays? The home- 
owner. 


For months that willow that stands 
in the yard by the fence has had a 
rotten limb, but lackadaiscal as human 
beings are, nothing is done about it 
until the weather takes a hand. 
Weighted by an accumulation of ice, 
the limb snaps and crashes through 
the roof of a neighboring house. Who 
pays? The owner of the tree. 

Skimming through these incidents, 
the ordinary reader may shrug his 
shoulders and grunt, “Improbable,” or 
“Ah, that stuff belongs in an Oddities 
column.” But check insurance compa- 
nies’ files and you'll find these claims 
showing up winter after winter. How 
about your clients? Do they have the 
CPL coverage they need if any of 
these incidents should happen to them? 

—Rough Notes and 
The Casualty Insuror 
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HuMAN NATURE 

It’s human nature for the employer 
to think that his employees are honest. 
But he should be reminded that the 
staggering yearly losses from embezzle- 
ment of money and merchandise from 
employers are committed by “honest” 
employees. No employer would hire 
any other kind. 

Any producer who makes a con- 
scientious effort to sound out all the 
small businessmen (not excluding the 
large ones), already on his books, will 
find it rewarding. Many of them do 
not know such coverage exists; many 
of them feel “it can’t happen to me.” 
It can and it does and the only answer 
is Dishonesty insurance. The 3D, 
Blanket bonds, Individual bonds, 
Forgery bond and the other dishonesty 
forms are designed to fit almost any 
need, 


—Glens Falls Sales Shots 





In this, the third and conclud- 
ing installment of the series, 
Dr. Stack summarizes the safe- 
ty activities and campaigns of 
the stock insurance companies 


The Industry and Safety 


HE STOCK CASUALTY insurance 
T industry has always had a 
major role to play in the develop- 
ment of national and local efforts 
to reduce accidents in transporta- 
tion and other public safety activ- 
ities. This would naturally be ex- 
pected, because the companies see 
the prevention of accidents as a 
part of their service to the public. 
The group of companies that make 
up the Association of Casualty and 
Surety Companies insures a large 
percentage of the private passenger 
and commercial vehicles in the 
United States. 

As a result of the work of the in- 
surance industry in developing 
plans, procedures, and public sup- 
port of legislation: 


In 1951, well over 16 million 


The author—Dr. Stack has been director of 
the Center for Safety Education since its 
founding at New York University in 1938. 
He had previously been the director of the 
Education Division of the National Bureau 
of Casualty and Surety Underwriters. He has 
written extensively in the field of safety 
education and is a director of the National 
Safety Council. 


x 


3y HERBERT J. STACK, Ph.D. 


motor vehicles were brought 
in to official state and city in- 
spection stations for periodic 
check-ups for mechanical de- 
fects. In addition to this was 
the large number of commer- 
cial vehicles inspected in other 
states as a part of fleet safety 
programs established by insur- 
ance carriers. 


During the school year 1951- 
52, over 700,000 young driv- 
ers were trained in high schools 
of the country. At the rate at 
which this driver education 
movement is growing, several 
million youngsters will have 
been trained by 1954. 


In 1951, several more states 
adopted additional uniform 
traffic regulations as recom- 
mended by the National Com- 
mittee on Uniform Laws and 
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Ordinances, developed by suc- 
cessive meetings of the Na- 
tional Conference on Street 
and Highway Safety. 


Many people are unaware that 
the insurance companies have been 
“prime movers” in these three ac- 
tivities that have contributed so 
much to traffic safety. It is not pos- 
sible in this brief space to discuss 
all of the activities of individual 
companies; the article will concern 
itself essentially with those basic 
activities carried on by the joint ef- 
fort of the companies through the 
Association. 

For 20 years or more, the casual- 
ty insurance industry through its 
company Officials and personnel, 
the staff members of its several as- 
sociations, its thousands of agents 
and material resources, has labored 
to prevent all forms of accidents, 


with particular emphasis on the 
street and highway problem. Pur- 


suant to its unqualified belief that 
the mission of casualty insurance 
is not confined to indemnification 
of the assured in the event of acci- 
dent or other form of disaster but 
does properly include the provision 
of a service having as its objective 
the prevention of accidents, the in- 
dustry has given unstintingly of its 
resources and will continue to pro- 
vide this service to the public as 
long as the need prevails. 
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Motor Vehicle Inspection 

The “Save-a-Life” campaign had 
its birth 25 years ago when New 
York State called for a periodic in- 
spection of vehicles. Through the 
work of members of the staff of the 
Association, this was followed by 
inspections in Massachusetts, Mary- 
land, Pennsylvania, and New Jer- 
sey in 1927 and 1928, and by 1930 
seven more states had been added 
to the list. Although it is true that 
these first state inspections had cer- 
tain weaknesses, the important 
point is that they were pioneer ef- 
forts and as such marked a mile- 
stone in the improvement of motor 
vehicles on our streets and _ high- 
ways. 

The inspection program, which is 
now in force in 14 states, has im- 
proved in quality and grown stead- 
ily. Two states, New Jersey and 
Delaware, and also the District of 
Columbia, have adopted the state- 
owned station plan, while the oth- 
ers are following, with some mod- 
ifications, the state-appointed and- 
regulated station plan of Pennsyl- 
vania. 

There is little question of the 
value of periodic inspection when 
it is carried on in a well-organized 
state program. According to 1950 
statistics released by the National 
Safety Council, “In 1950 while the 
death rate for states not having 
inspection stations was 4.0 percent 
above the average, the rate for 
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states having state-appointed sta- 
tions was 8.0 percent under the na- 
tional rate; the rate for states with 
state-owned stations, 38.7 percent 
below the national.” States having 
motor vehicle inspection could be 
said to have saved over 7,000 lives. 

In 1938, the Association in co- 
operation with the American Asso- 
ciation of Motor Vehicle Adminis- 
trators developed the Motor Ve- 
hicle Inspection Code of the Ameri- 
can Standards Association. More 
recently, the Association has pub- 
lished the Motor Vehicle Inspec- 
tion Manual, which has become a 
“bible” for states administering in- 
- spection laws. 
High School Driver Education® 

The insurance industry was a 
pioneer in the development of this 
activity which has grown so rapidly 
in the last decade. As early as 1929, 
the first publication describing the 
high school program was issued by 
the National Bureau of Casualty 
Underwriters. This was followed by 
other pamphlets, courses of study, 
and in 1936, the first edition of 
“Man and the Motor Car.” This 
high school textbook has _ been 
widely accepted by the schools, 
with over 500,000 copies now in 
use in the country. 

Members of the staff of the As- 
sociation have also been active in 
training high school and college 


*This subject was discussed more fully in the 
first article in this series. 
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teachers, working with state and 
local agencies to promote driver 
education, and setting up standards 
for improving the quality of the 
work. They have been aided by 
the Center for Safety Education, 
the leadership training and research 
agency established by the industry 
at New York University, which has 
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been described in the first article 
in this series. 

The National Driver Education 
Award of the Association has been 
designated as the official inventory 
of high school driver education ac- 
tivities. The 1951-52 Driver Educa- 
tion Award involved all of the 48 
states and the District of Columbia. 
Since the Award Program was in- 
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augurated in 1947, there has been 
a growth of over 200 percent in the 
number of students trained each 
vear. This number reached 726,000 
in 1951-52; several million young- 
sters have therefore been enrolled 
in driver education courses in re- 
cent years, 

Much of the success of this 
movement has been due to the sup- 
port given to the Association pro- 
gram by state motor vehicle ad- 
ministrators. The mushroom growth 
of driver education would not have 
been possible without the active 
support of these state agencies. As 
a result of Association work in pro- 
moting high school driver educa- 
tion in cooperation with the work 
of the National Inter-Industry 
Highway Safety Committee in 
1952, automobiles having a total 
value of more than 11 million dol- 
lars were provided to high schools. 
Improving Traffic Regulations 
and Highway Safety 

In 1924, Herbert Hoover, who 
was at that time Secretary of Com- 
merce, called the first National 
Conference on Street and Highway 
Safety. This and subsequent Con- 
ferences worked on the develop- 
ment of a uniform vehicle code, 
model municipal traffic ordinances 
and uniform traffic control devices. 
Representatives of the insurance 
industry were active not only in 
planning for these Conferences, but 
also in serving on the various com- 
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mittees. The same was true of the 
several President’s Highway Safety 
Conferences that have been held 
in recent years. These Conferences, 
which have done so much to de- 
velop standard patterns, have all 
been cooperative endeavors, with 
the insurance companies working 
with many other agencies to de- 
velop the manuals and the action 
programs. 

This President’s Conference which 
has been carried on annually since 
1946, has developed a program 
which is revised and brought up 
to date every two years. This pro- 
gram provides the formula for 
achievement and maintenance of 
greater safety on streets and high- 
ways. For illustration, high school 
driver education, improved driver 
license procedures, and periodic mo- 
tor vehicle inspection, were greatly 
stimulated by the successive Con- 
ferences. 

Traffic Engineering 

Traffic engineers on the Associa- 
tion staff have also been active in 
making surveys of typical com- 
munities, especially those that have 
a high accident rate. They have 
been called in as consultants by 
cities, and have served on national 
and state committees. One of the 
early publications in the field was 
“Traffic Engineering and the Po- 
lice,” prepared by Association en- 
gineers and published by the Inter- 


national Association of Chiefs of 
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The accident rate for trucks has been going down 


Police. More recently, working with 
the Institute of Traffic Engineers, 
the Association financed the pub- 
lication of the most authentic man- 
ual in the field, “The Traffic Engi- 
neering Handbook.” The Associa- 
tion has also given financial sup- 
port to the development of the In- 
stitute. 

It is axiomatic in the field of traf- 
fic accident prevention, that not- 


withstanding modern construction 


technique, a completely safe high- 
way cannot be created. However, 
much can be accomplished in the 


prevention of traffic accidents 
through highway design and con- 
struction, particularly by the use 
of the principles of traffic engineer- 
ing. A modern science, traffic en- 
gineering deals with signs, signals, 
markings, channelization, and reg- 
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ulation of the movement of traffic 
by mechanical means. The tech- 
niques of traffic engineering are 
now well established. Examples of 
specific accident prevention bene- 
fits on file with the industry are 
almost without number. So much 
has been accomplished in this field 
that national authorities on traffic 
safety now recommend that cities 
having a population of 75,000 or 
over employ a full-time traffic en- 
gineer and that municipalities of 
a lesser population retain the serv- 
ices of a consultant in this field. 
Also, that cities not large enough 
to employ a full-time traffic en- 
gineer should assign the respon- 
sibility for traffic engineering to the 
City engineer. 
Creating Safer Communities 

A need had arisen for a brief 
manual that would describe a good 
community traffic safety program. 
Members of the staff of the Na- 
tional Conservation Bureau (the 
forerunner of what is now the ac- 
cident prevention department of 
the Association) prepared the man- 
ual which was eventually adopted 
by 85 states. Known as “Creating 
Safer Communities,” this manual 
proved useful in getting state-wide 
and local safety activities under 
way. It describes a sound traffic 
program, showing how engineering, 
enforcement, and education activ- 
ities should be organized in the 
community. 
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Motor Vehicle Administration 

The insurance industry has been 
aiding in the work of the American 
Association of Motor Vehicle Ad- 
ministrators since this organization 
was established. This aid has taken 
the form of financial grants and 
joint projects such as the Motor 
Vehicle Inspection Manual. Mem- 
bers of the staff of the Association 
of Casualty and Surety Companies 
have been active with the motor 
vehicle administrators, aiding in the 
improvement of driver - licensing 
procedures, promoting high school 
driver education, and working for 
the adoption of uniform regula- 
tions. 

In addition, considerable work 
has been done through Association 
grants to the Center for Safety 
Education, to locate and study ac- 
cident-repeaters and to aid states 
in developing programs for dealing 
with repeaters and chronic viola- 
tors. 

Marshaling Public Support 

One of the greatest needs in re- 
cent years has been that of getting 
public support behind the action 
program of the President’s Confer- 
ence on Highway Safety. The Asso- 
ciation is one of the principal con- 
tributors to a designated public 
support agency known as the Na- 
tional Committee for Traffic Safety. 
This National Committee is made 
up of some 85 national agencies in- 
terested in traffic safety. 
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The Association also issues edu- 
cational materials such as news- 
paper releases, pamphlets, and 
booklets directed toward public ed- 
ucation. THE CASUALTY AND SURETY 
JouRNAL also carries frequent arti- 
cles on traffic safety. Members of 
the staff of the Association are fre- 
quently called upon to aid traffic 
agencies in developing programs, 
and to speak at national and local 
meetings, such as conferences of 
insurance agents. One of the most 
extensive programs in which the 
Association has been engaged is 
the National Newspaper Highway 
Safety Program conducted in co- 
operation with state, regional, and 
national press and publishers’ asso 
ciations. This consists of 12 feature 
articles and locally sponsored ad- 
vertising that appear in over 9,000 
newspapers in the country. Cam- 
paigns of this type are useful in 
calling to the attention of the pub- 
lic the more common causes of ac- 
cidents and their prevention. 
Enforcement 

Experts on traffic law enforce- 
ment are employed by the industry 
and are available to state and city 
government for consultation pur- 
poses. The industry has been one 
of the principal supporters of the 
Traffic Institute of Northwestern 
University, the “West Point” of po- 
lice training institutions in this 
country. Support is also given to 
facilities necessary to the reorgan- 
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ization of state and city police de- 
partments to better prepare gov- 
ernment to solve the traffic accident 
problem. Constant research is car- 
ried on in search of more effective 
techniques of traffic regulation and 
law enforcement. 
The Work of Insurance Agents 
The stock casualty insurance in- 
dustry in the United States includes 
over 100,000 local agents in addi- 
tion to home office and branch of- 
fice personnel. These agents are an 
important factor in the civic life of 
the community, and many thou- 
sands have been active in encour- 
aging safety activities. For exam- 
ple, many agents or associations of 
agents have utilizing the 
“Safety Is Good Business” program 
prepared by the staff of thé Asso- 
ciation in cooperation with the Na- 
tional Association of Insurance 
Agents. Others have been able to 
get driver education into local high 
schools. The North Carolina agents 
underwrote the salary of a state 
supervisor in the state education 
department for a year until funds 
from state appropriations were 
available. Oklahoma City agents 
provided funds for underwriting 
the salary of a city safety super- 
visor, scholarships for police per- 
sonnel, and several publications on 
safety. The California Association 
has employed a full-time person to 
promote public safety. There are 
thousands of instances where local 


been 
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agents have contributed to com- 
munity safety activities. 

Promoting Safety in 

Commercial Fleets 

In 1934, the accident rate for 
trucks was 3.84 per 100,000 miles. 
By 1950 the rate had dropped 45 
percent to 2.11. This reduction 
would not have been possible were 
it not for the fleet safety activities 
of insurance carriers. Many of the 
larger companies have extensive 
commercial vehicle programs with 
experienced engineers assigned to 
their various risks. Each has de- 
veloped certain techniques that it 
feels are most useful. 

Over a period of years, the Asso- 
ciation staff has also been active 
in this field. Working in coopera- 
tion with the staff of the Center for 
Safety Education, they have con- 
ducted training courses for 30 in- 
surance company engineers and co- 
operated with the National Com- 
mittee for Fleet Supervisor Train- 
ing in offering courses at various 
colleges. Fleet safety books and 
manuals have also been published. 
Over 400 fleet supervisors and 
managers have been trained in 
courses offered at the Center for 
Safety Education. 

The Association staff also works 


in cooperation with national and 


state trucking associations, taxicab 
fleets, and other commercial vehicle 
regulatory bodies such as the Inter- 
state Commerce Commission. 

While it is true that commercial 
fleet loss-costs have gone up, how 
much more would they have in- 
creased without these constructive 
accident prevention efforts? 

Thus it may readily be seen that 
the stock casualty insurance indus- 
try has been in the forefront in 
traffic accident prevention for over 
20 years. It has attained a position 
of leadership in three ways: (1) 
through direct activities of indi- 
vidual companies and their agents, 
(2) through the support of the 
work of the Association of Casualty 
and Surety Companies and the 
Center for Safety Education, and 
(3) through support of various 
other organizations such as the In- 
ternational Association of Chiefs of 
Police, the American Association 
of Motor Vehicle Administrators, 
the National Safety Council, the 
National Committee for Traffic 
Safety, the President’s Conferences 
on Highway Safety, and others. 

AurHor’s note: I am indebted to many peo- 
ple, too numerous to mention, for aid in the 
preparation of these articles. I especially want 
to thank H. W. Heinrich of the Travelers In 
surance Co., Dr. Walter A. Cutter of the Center 
for Safety Education and Thomas N. Boate of 


the Association of Casualty and Surety Com 
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More and more professional 
men are being covered by 
professional liability insurance. 
Here’s the story on a policy no 
professional man can afford 
to be without. The agent who 
sells this one may find he’s 
selling other policies too 


Big Policy for Professionals 


NE OF THE little known lines 
O of third party liability insur- 
ance in existence today is profes- 
sional liability coverage. It has 
been written by a comparatively 
small number of producers and is 
looked upon as a highly specialized 
line, in many cases written on a 
group basis. This condition 
changed somewhat, however, in 
the past ten years or so, to the 
point where more and more agents 
are writing more and more of the 
various lines which make up this 
classification. This is due in large 
measure to the fact that because of 
the many courses in insurance 
available today and the educa- 


has 
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tional programs of the companies 
an agent is better informed. 
Professional liability insurance 
takes care of claims for injuries 
which incidentally may include 
bodily injury, personal injury and 
property damage, that have arisen 
out of alleged or actual mistakes 
made by the insured in the practice 
of his profession. This type of in- 
surance, as a business, is not new. 
It was started back about 35 years 
ago when one or two companies 
pioneered in the promulgation of a 
policy to protect a physician from 
claims which were due to malprac- 
error or mistake. Some of 
policies spelled out what 
were thought to be real exposures 
libel, slander, undue 
familiarity, hallucination, malicious 
prosecution and others. We know 
today that by spelling these things 
out specifically the coverage was 


tice, 
these 


such as 
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limited rather than broadened. 

At the start only physicians were 
insured but as time went on the 
business was expanded to include 
surgeons, dentists, hospitals, drug- 
gists and others involved in the art 
of healing. Today, professional lia- 
bility insurance is available for 
about 25 kinds of professions and 
vocations. In addition to those al- 
ready mentioned there are policies 
available for accountants, archi- 


tects, abstractors, chiropodists, chi- 
ropractors, lawyers, nurses, optom- 
etrists and opticians, veterinarians 
and, believe it or not, insurance 
agents. It is also available to such 


non-professional occupations as 
barber shops and beauty parlors. 
Most funeral directors carry this 
insurance and so do cemetery or- 
ganizations. It is needed by all 
people dealing with their fellow 
men from the cradle to the grave, 
with some stops in between. 

Not all’ companies write profes- 
sional liability insurance, and those 
which do write it rarely handle all 
kinds. Some of the classifications 
have been developed and written 
by only one or two companies. 
Right from the inception of the 
business each company writing it 
developed its own pet underwrit- 
ing procedures, with the result that 
there was no uniformity in cover- 
age or rates. This kept the business 
in a state of flux and was not to 
the best interest of the buyer. A 
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company had only its own experi- 
ence, which was generally too thin, 
on which to promulgate a rate and 
this, together with the competitive 
factor in some classifications, re- 
sulted in rates which were too low. 
Such was the situation in this busi- 
ness until almost three years ago 
when the National Bureau of 
Casualty Underwriters, which pre- 
viously exercised no jurisdiction, 
voted to assume it over the so- 
called “medical” lines, excluding 
osteopaths and osteopathic hospi- 
tals. The great advantage of the 
Bureau's act in assuming jurisdic- 
tion is evident in bringing uni- 
formity to policy provisions and 
rate bases and in the improved 
credibility of experience statistics 
because of the far greater amount 
of premiums which will now be 
subject to analysis. 

Credit must be given to the com- 
panies which had a large amount 
of this business for the unselfish 
manner in which they readily made 
available their records and statistics 
going back many years to help in 
the promulgation of this program 
even though it might have resulted 
in their having to handle the busi- 
ness in a manner entirely different 
than that which they had followed 
for years past. 

The professional liability pro- 
gram of the Bureau as it now 
stands embraces three policies and 
several endorsements. The physi- 
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cians’, surgeons’ and dentists’ pro- 
fessional liability policy is used for 
those professions, and by endorse- 
ment is made to fit the needs of 
chiropractors, chiropodists, nurses, 
optometrists, physiotherapists and, 
veterinarians, whether self em- 
ployed or employed by others. It 
may also be used to cover various 
classes of persons when they are 
employed by others such as phar- 
macists, opticians, dental hygienists 
and laboratory, x-ray or pathologi- 
cal technicians. 

The hospital professional liabil- 
ity policy is designed to take care 
of hospitals, sanitariums, nursing 
homes, homes for the aged, clinics, 
with bed and board facilities, blood 
banks and medical or x-ray labora- 
tory risks. 

The druggists liability policy af- 
fords the retail druggist practically 
complete products coverage and 
can be used by endorsement to 
afford the same coverage to the 
optician who in addition to his lens 
grinding activities, sells such things 
as hearing aids, binoculars, magni- 
fying glasses and the like. 

Suitable endorsements have been 
prepared so that when other cover- 
ages are purchased the coverage 
afforded by anyone of these policies 
may be added to a comprehensive 
general or a comprehensive gen- 
eral-automobile liability policy. 

Why does a professional man 
need this insurance? Let’s take 
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some of the groups. The physician 
may be sued by any patient he has 
attended. The law requires that he 
must possess the skill and exercise 
the care common to other repu- 
table physicians in his locality and 
follow the accepted procedures in 
treating the ill. If he holds himself 
out as a specialist, he must meet 
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the standards of practice of the 
specialist in that field. Whether his 
services are gratuitous or not has 
no bearing on the question of lia- 
bility. In these days of inflation it 
is not uncommon for five figure 
judgments to be rendered against 
a physician. 

The dentist is responsible profes- 
sionally, in the same manner as the 
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physician. Most claims arise out of 
extractions, cut lips and tongues 
and ill fitting dentures. Only re- 
cently a company paid $18,700 on 
a claim resulting from a piece of 
a tooth which, having been swal- 
lowed by a patient during extrac- 
tion, got into the lung and infected 
it. 

Druggists may be held liable not 
only for prescriptions incorrectly 
compounded but for bodily injury 
or property damage arising out of 
food and fountain products. And 
the prescriptions, incidentally, do 
not have to be for humans only. 
Just a short time ago an associate 
told me of a loss amounting to 
$7,000 which arose out of the in- 
correct compounding of a prescrip- 


tion issued by a veterinarian which 
caused the death of a number of 
valuable cattle. In addition, a de- 
fective rented appliance such as a 
wheel chair or crutches, can also 
produce claims which fall within 
the scope of this policy. 


Bic PROBLEM 


Hospitals have a big problem 
these days due to insufficient or 
untrained personnel, all of which 
tends to expose them to serious 
claims for damages. And the im- 
munity most not-for-profit institu- 
tions previously enjoyed is wearing 
thin. It is not relied upon too 
greatly by well-managed hospitals 
which feel they would rather have 
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the positive protection of an insur- 
ance policy than the uncertain pro- 
tection of some ancient doctrine. 

Lawyers are particularly vulner- 
able as to their professional liabil- 
ity. In contrast to a physician, a 
very large part of the detail of a 
lawyer’s practice, such as title 
searching, the copying of other 
court records, etc. is handled by 
law clerks who are not as metic- 
ulous as the lawyer himself, but for 
whom he, nevertheless, is respon- 
sible. It can cost a lot of money to 
clear up a clouded title. 


PossiBLE BANKRUPTCY 

An architect or engineer may 
very well be bankrupted because 
a mathematical error in the plan of 
a building may cause too heavy a 
strain upon the building foundation 
or a supporting member, with the 
result that a large crack may de- 
velop in a wall or perhaps even a 
part or the whole of the building 
collapse. These things do happen 
often enough to worry about. 

How do I sell this insurance, you 
ask? There are several ways. One 
good way is to start right with your 
own office expiration list and clas- 
sify into groups the-various profes- 
into which some of your 
clients now fall. Next, you should 
contact your company, find out the 
classes of professional liability in- 
surance it writes, study specimens 
of the policy and rates and then 


sions 
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A policy for professionals 


begin a systematic solicitation of 
one group at a time. It is possible 
a client may be an officer or promi- 
nent member of a professional or- 
ganization which will be of con- 
siderable help to you in expanding 
your operations. You should try to 
arrange to address the members of 
the organization, on the _profes- 
sional exposure they face as well as 
on the many other facets of legal 


liability to which they are exposed. 
Normal business and_ professional 
hazards are bad enough these days 
without having to take additional 
chances. Being uninsured or in- 
adequately insured may be the dif- 
ference between success or failure. 

How much of a market is there 
for this business? More than you 
would imagine. There are over 
200,000 medical doctors practicing 
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in this country, nearly 7,000 hos- 
pitals, and innumerable dentists, 
druggists, lawyers, optometrists and 
others. 

Think of the vast market of other 
lines which can spring from a pro- 
fessional liability policy. A physi- 
cian or dentist needs O. L. & T. 
and or comprehensive personal lia- 
bility, residence and office bur- 
glary, inland marine, fire and allied 
lines, personal property floaters and 
many other coverages too numer- 
ous to mention. As a matter of fact 
many physicians have one or more 
office secretaries do their clerical 
Why shouldn’t they be 
bonded the as any other 
money handling employee? Many 
of these same physicians occupy 
of importance on the 
staffs of hospitals or medical 
schools and can be of valuable 
assistance in the development of 
those lines. 

A good job done for a hospital 
on its professional liability expos- 
ures, may be the key that will 
open the door to its general lia- 
bility, comprehensive 3 D, elevator, 
boiler and machinery and accounts 
receivable coverages to name but 
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a few. Its board of directors, and 
they are usually men of substantial 
means, are individual prospects for 
your development. 

Think of the probate and court 
bonds alone that can be had from 
the lawyer you cover professionally 
as well as the fire, O. L. & T. and 
so forth springing from his real 
estate practice. 

This could go on as far as each 
of the individual classes of profes- 
sional liability insurance are con- 
cerned, but it would boil down to 
the same thing. Take the little 
known line, professional liability, 
make yourself a specialist in it, and 
then use it as a means of demon- 
strating to your client that you are 
a well versed insurance man, one 
who is able to intelligently survey 
and integrate his entire insurance 
program. Selling is an important 
part of your job and telling your 
clients about what you have to sell 
is even more important. Remem- 
ber, most professional men know 
nothing about insurance. They are 
looking to you to cure their ills, 
insurance-wise, and are as appre- 
ciative of a good result as you are 
when you need their help. 


Plan carefully. The business you save may be your own. 
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... ACCIDENT 
Small Dose. “Go home and keep your 
foot in an ice pack,” a doctor in 
Inglewood, Calif., told a patient who 
came to him for treatment after drop- 
ping a 50-lb. cake of ice on his toe 
. .. Safe at Home. A pilot in Pittsfield, 
Me., whose plane went into a spin 
and plunged through the roof of a 
house, stepped unhurt out of the 
wreckage and into the attic, discov- 
ered it was his . . . Driver Education. 
A Mt. Shasta, Cal., mountain climber 
suffered only minor cuts and bruises 
after a head-first slide of about a mile 
at 40 miles per hour because, “I kept 
my head, used my toes as brakes and 
steered with my forearms.” . . . Too 
Many Backseat Drivers. The driver of 
a car involved in an accident in Green 
Bay, Wis., told police, “One passenger 
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said turn left, another go straight. 
Tried both.” 


... AUTOMOBILE 
Too Trusting. A man in Omaha, Nebr., 
parked his car in a metered place, re- 
turned a little later to discover he had 
a ticket; in his absence the police had 
removed the meter, replaced it with a 
“Bus Zone—No Parking” sign 
Incorrigible. Two men who were ar- 
rested in London, Eng., for stealing 
an automobile, drove to court in an- 
other car they had stolen. 


... BurGLAry AND THEFT 
Consideration. Burglars in St. Louis, 
Mo., after stealing a safe containing 
$800, phoned the owner for the com- 
bination so that they wouldn’t have 
to damage it to get the money... 


Fast Settlement. A woman driver in 
Newark, N. J., got out of her brand 
new Pontiac to see how badly dam- 
aged it had been by a car that hit it 
from behind; suddenly her car pulled 
away from her, the other motorist had 
driven off with it. 


... FIRE 
Enough Is Enough. The Volunteer 
Fire Chief on Block Island, R. I., told 
subscribers that they had donated too 
much last year, half of their 1951 
contributions would be sufficient. 


. .. UNCLASSIFIED 
Excess Baggage. A motorist stopped at 
Stevens Point, Wisc., for gas and then 
drove on 93 miles before he realized 
he had left his wife behind him. 
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“Leroy will be ready to go to the party just as soon as he finishes his soup!” 
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